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Service Date:  April 24, 1995

DEPARTMENT OF PUBLIC SERVICE REGULATION
BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MONTANA

* * * * *

IN THE MATTER Of The Application ) UTILITY DIVISION
Of The MONTANA POWER COMPANY For ) DOCKET NO. 94.8.30
Authority To Increase Rates For ) ORDER NO. 5800c
Electric Service. ) (REVENUE REQUIREMENT)

* * * * *

FINAL ORDER

APPEARANCES

FOR THE APPLICANT:

Marjorie L. Thomas, Esq., Montana Power Company, 40 East
Broadway, Butte Montana 59701

FOR THE MONTANA CONSUMER COUNSEL:

Robert A. Nelson, Esq., Montana Consumer Counsel, 34 West Sixth
Avenue,
P.O. Box 201703, Helena Montana 59620-1703

FOR THE INTERVENORS:

Donald D. MacIntyre, Chief Legal Counsel, Department of Natural
Resources and Conservation, Lee Metcalf Building, 1520 East Sixth
Avenue, P.O. Box 202301, Helena, Montana 59620-2301, appearing on
behalf of the DNRC

Donald W. Quander, Esq., Holland and Hart, 175 North 27th Street,
Suite 1400, Billings, Montana, 50101-2048, appearing on behalf of
the Large Customer Group

FOR THE COMMISSION:

Denise Peterson, Staff Attorney
Dan Elliott, Administrator, Utility Division
Eric N. Eck, Chief, Revenue Requirements Bureau
G. Joel Tierney, Rate Analyst, Revenue Requirements Bureau
William A. Rosquist, Rate Analyst, Rate Design Bureau
1701 Prospect Avenue, P.O. Box 202601, Helena, Montana 59620-2601
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BEFORE:

Nancy McCaffree, Chair
Dave Fisher, Vice Chair
Bob Anderson, Commissioner
Danny Oberg, Commissioner
Bob Rowe, Commissioner

FINDINGS OF FACT

BACKGROUND

1. On August 22, 1994, the Montana Public Service Commission

(Commission) received an application from the Montana Power Company

(MPC or Company) for authority to increase electric rates.  At the

time of the application MPC sought to raise electric rates to recover

an additional $30,591,053 in annual revenues.  The filing represented

a uniform percentage increase of 9.31 percent in base rates for all

Montana jurisdictional electric customers.  MPC’s application did not

contain allocated cost-of-service studies nor proposed adjustments to

its electric and natural gas structures.

2. Concurrent with its general rate increase application, MPC

requested an interim increase in electric rates of $16,728,883.

3. On August 25, 1994, the Commission issued Protective Order

No. 5800.

4. On August 30, 1994, the Commission issued a Notice of

Application and Intervention Deadline and Procedural Order No. 5800a.

 The Commission established a procedural schedule setting March 7,

1995, as the opening day of the hearing.

5. On September 21, 1994, the Commission staff granted

intervention in this Docket to the following:

Montana Consumer Counsel
Large Customer Group
Colstrip Energy Limited Partnership
District XI Human Resource Council

6. On October 5, 1994, the Commission issued a Notice of

Commission Action which granted late intervention in this Docket to

the Department of Natural Resources and Conservation (DNRC).
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7. On October 14, 1994, the Commission issued a Notice of

Commission Action which granted late intervention in this Docket to

the Federal Executive Agencies, Malmstrom Air Force Base.

8. On November 21, 1994, MCC filed its response testimony in

this Docket.  That testimony recommended an increase in jurisdictional

annual electric revenues of $2,276,367.

9. On November 28, 1994, the Commission issued Interim Order

No. 5800b which authorized MPC an interim increase in annual Montana

jurisdictional electric revenues of $7,642,367.  That order was

approved by a vote of 3 - 2.  Commissioners McCaffree and Rowe voted

no.  Commissioner Rowe attached a written dissent.

10. On January 17, 1994, MPC filed rebuttal testimony in this

Docket.  The Company’s rebuttal testimony reduced the amount requested

to $24,651,012, a decrease of $5,940,041 from the original filing. 

The rebuttal filing represented a uniform percentage increase of 7.4

percent in base rates for all Montana jurisdictional electric

customers.

11. On February 7, 1995, the Commission issued a Notice of

Public Hearing scheduling the hearing for March 7, 1995, and stating

that separate “satellite hearings” may be scheduled at a later date.

12. On February 24, 1994, MCC filed a Motion to Suspend the

Procedural Schedule or in the Alternative to Reserve the Coal Expense

Issue.  MCC gave the following reason for its Motion:

Because Senate Bill 284, changing the standard
for evaluation of the reasonableness of a
utility’s cost of coal purchased from an
affiliate, is likely to be enacted before the
Commission issues a final order in this case, the
Montana Consumer Counsel (MCC) moves that the
Commission suspend the procedural schedule, or in
the alternative, that it reserve the coal expense
issue for hearing at a later date.

13. On February 28, 1995, MPC filed its response to MCC’s

Motion.  MPC agreed that if Senate Bill 284 is enacted, additional

testimony will be required to address the new standard for evaluation

of the reasonableness of MPC’s coal costs.  Therefore, MPC agreed that

the coal issue should be reserved for hearing at a later date
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following new testimony on the issue.  MPC further agreed that it

would file a new affirmative case under the Senate Bill 284 standard.

 MPC did not agree that the entire case should be continued and urged

the Commission not to continue the entire case.

14. On March 1, 1995, MCC filed a reply to MPC’s response to the

MCC Motion to Suspend the Procedural Schedule.  MCC pointed out that

their witness had included a 25 basis point addition to MPC’s cost of

equity based on MPC’s “somewhat higher risk” relative to the industry.

 Those risks were based on many factors, including regulatory

treatment.  Rather than prejudging cost of capital issues, MCC asked

the Commission to postpone the hearing in its entirety.

15. On March 2, 1995, at a duly noticed work session, the

Commission denied MCC’s Motion to Suspend the Procedural Schedule, but

granted its request to reserve the coal cost issue for discovery,

testimony and a later hearing date.  The Commission reserved the right

to address the need for further proceedings on the issue of cost of

capital after the hearing on the rate increase application.

16. On March 6, 1995, the Commission, at the request of the

parties, agreed to delay the start of the hearing until March 8, 1995,

at which time the Commission held the hearing in this Docket.  The

hearing began at 9:00 with the introduction of three stipulations. 

According to MPC the stipulations resolved all remaining contested

issues in this Docket.

MPC/MCC Stipulation

17. The first stipulation was between MPC and MCC.  A copy of

that stipulation is attached to this Order as Attachment A.  MPC and

MCC entered into negotiations regarding potential settlement of the

case and reached a negotiated settlement resolving all issues raised

by MPC in its filing, including the coal expense issue.

18. MPC and MCC agreed to the following:

1. A final increase of $13,860,749 in total
jurisdictional revenue requirement, an increase of
$6,218,167 over Interim Order No. 5800b .
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2. Deferral of costs associated with environmental
mitigation in the relicensing of the Kerr Dam pursuant
to an Accounting Order.

3. Stipulated rates effective for services rendered on
and after May 1, 1995.

4. Stipulated rate increase incorporating a five-year
amortization of the settlements reached with the
Bonneville Power Administration (BPA) and Western Area
Power Administration in the amount of $7,254,827, the
total electric utility number.

5. Settlement of issues related to demand-side management
(DSM) investments and hydro capabilities addressed in
separate stipulations.

MPC and MCC entered into this stipulation in settlement of all issues

raised by MPC in its application.

DSM Stipulation

19. The second stipulation was among MPC, MCC and District XI

Human Resource Council (HRC), attached to this Order as Attachment B.

 Summary of the parties’ agreements in the stipulation follows: 

Program Cost Recovery

1. MPC has, to date, acted prudently in its design and
implementation of DSM programs, which were designed to
be generally consistent with MPC’s Integrated Resource
Plan (IRP).

2. DSM programs should be evaluated individually and the
results of these individual program evaluations should
be considered when determining rate treatment.

3. MPC’s DSM programs in this test year ($8,296,167) are
appropriate for inclusion in its cost of service for
ratemaking purposes.

Benefit/Cost (B/C) Tests

1. Traditional cost effectiveness tests are indicators of
relative costs and benefits from different
perspectives.  The parties also acknowledge that
societal costs, while difficult to measure, deserve
consideration.

2. No one B/C test should be used as an absolute
determinant for rate treatment.
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3. A B/C calculation should be performed using the best
available information on the performance of MPC’s DSM
programs and the economic test that best characterizes
the ratepayer’s perspective is the Utility Cost Test
(UCT).

The traditional UCT compares the quantifiable economic
benefits of a DSM program (avoided cost value) to the
program costs incurred during that time period.  To be
consistent with Montana’s IRP guidelines,
environmental externalities should also be included. 
Therefore, the B/C calculation should also account for
the value of avoided environmental externalities in
the IRP process.  In future proceedings, when an
individual DSM program UCT B/C is less than 1.0, MPC
shall make an attempt to both qualify and quantify a
broader set of societal benefits and costs.  MPC shall
also provide testimony addressing whether it is
appropriate to include these values in justifying a
program’s modification or continuation.

The Commission has prescribed a 15 percent cost-
effectiveness advantage for marginal DSM measures,
which is recognized in the IRP guidelines.  However,
this adjustment is specifically intended to be applied
in the static screening of marginal DSM measures, and
should not be applied as an adder to the total value
of a DSM program.

4. The DSM programs evaluated in this proceeding were
selected by MPC’s IRP and passed a Total Resource Cost
 (TRC) Test at the time they were selected.

5. A participating customer receives a unique set of
benefits from DSM investments.  It is this full set of
benefits against which the customer weighs his/her
contribution.  Many of these benefits are not easily
quantifiable in dollar terms (such as increased
comfort).  Therefore, measurement of customer
satisfaction, combined with effective complaint
resolution, is the best means of determining whether
the customer’s expectations have been met.

All program-related costs not clearly associated with
non-DSM objectives should be considered in the
development of the B/C ratio, whether or not they can
be shown to have contributed directly to the level of
energy savings.

Avoided Costs
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1. The default tariff avoided costs do not totally
represent the costs avoided as a result of DSM
investments.  In many cases, DSM investments may defer
or avoid the need to upgrade or replace transmission
and distribution (T&D) facilities.  This value is not
reflected in the default tariff.

2. Until an appropriate method can be developed which
addresses the average contribution of DSM savings to
reductions in T&D investments, MPC should continue to
use the default tariffs as an indication of the
approximate value of DSM investments.  Exception to
this rule should be considered when specific T&D
savings can be attributed to a specific program or
project.

Evaluation Methodology

1. The Statistically Adjusted Engineering Method of
performing ex post DSM program evaluation is generally
accepted and used extensively across the country for
this purpose.

2. There are trade-offs between the cost of performing
program evaluations and the accuracy of their results.

3. For the purposes of this stipulation, sampling
techniques, data cleansing activities, engineering
methodologies, surveying tools, etc., used by RCG in
their evaluations of MPC’s programs provide reasonable
approximations of the costs, benefits, and
efficiencies of MPC’s programs, for a reasonable cost.

4. The methodology used to evaluate DSM programs should
attempt to characterize all relevant costs and
benefits.  However, some of these values are difficult
to quantify.  Therefore, it is especially important to
critically examine whether broader societal costs and
benefits can justify continuing a program when its UTC
B/C is less than 1.0.

General

1. MPC has designed and is implementing a set of DSM
programs intended to capture cost-effective DSM
resources.

2. The cost-effectiveness of DSM programs vary over their
respective life-cycles.  An evaluation of a program’s
performance at a specific point in time may not be
representative of its overall cost-effectiveness.
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3. MPC has established a well-defined process by which
DSM is planned, designed, implemented and evaluated. 
Each part of the process allows MPC to adjust the
direction and magnitude of its DSM activities in a
timely manner.

4. MPC has appropriately evaluated the performance of its
programs and is taking actions to address issues
identified through that evaluation.

5. MPC should continue to evaluate all DSM programs in a
timely manner.  The results of those evaluations
should be distributed to the Commission and MPC’s
Conservation and Least Cost Planning Advisory
Committee.

6. This stipulation does not relieve MPC from its
traditional ratemaking responsibilities with respect
to its DSM expenditures.

Hydro Resource Capability Stipulation

20. The third stipulation (Attachment C) was entered into

between MPC, MCC, and DNRC on MPC’s Hydro Resource Capability.  The

Large Customer Group did not address this issue in this Docket, but

stated that it has no objection to this further stipulation agreement.

 The parties stipulated that the “Stipulation Agreement Concerning the

Montana Power Company’s Hydro Resources Capability, “entered into in

Docket No. 93.7.29, is binding upon the signatory parties in Docket

No. 94.8.30.

Commission Decision - MPC/MCC Stipulation

21. The stipulation between MPC and MCC finds appropriate a

jurisdictional revenue increase of $13,860,749.  In analyzing the

stipulation, the Commission assumed that adjustments made in the

Interim Order in this Docket would be continued in the stipulation. 

Two major issues remain, the cost of capital, specifically the return

on equity, and the coal issue.  The Commission looked at a range of

indicators on interest rates and rates of return authorized by other

commissions around the country.  The Commission found that interest

rates had increased since Docket No. 93.6.24.
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22. There is no delineation of issues by the parties in the

stipulation.  Any attempt to assign values to specific issues such as

rate of return and coal expense is speculative.  As a check on the

reasonableness of the stipulation, the Commission examined several

potential rate of return numbers and several coal expense variations.

 The coal expense variations include many unanswered questions because

of the passage of SB 284, as well as the post SB 284 final arbitration

of the coal prices for Colstrip Units 1 and 2.  By itself, the

Arbitration Order results in a reduction of MPC’s coal expense

purchases from Units 1 and 2 of about $1.7 million.  Whether the

Colstrip 3 unit price per ton would be affected in ratemaking is an

unanswered question;  however, its price is 20 percent higher than the

pre-arbitration price of Colstrip 1 and 2 coal.  Neither party to the

stipulation asked the Commission to hold in abeyance its consideration

of the stipulation so as to consider the impact of the Colstrip 1 and

2 arbitration.  Worthy of note on this point is MPC’s stated intention

to file, before September 30, 1995, another case in which this issue

may be considered.

23. After considering the alternatives and MPC’s intention to

file an application before September 30, 1995, the Commission

concludes that the revenue requirement contained in the stipulation

falls in the range of reasonableness.  The Commission will examine

MPC’s coal costs, consistent with the methodology passed into law in

SB 284, in the next rate case.  The Commission may also conduct

additional discovery on a recent arbitrator’s decision or pursue other

courses of action if MPC does not file a 1995 rate case.

Commission Decision - DSM Stipulation

24. The Commission finds that the stipulation reached by MPC,

MCC and HRC reasonably addresses the issues related to MPC’s request

to rate base $8,296,167 in DSM investments during the test year.  The

Commission finds that MPC’s test year DSM expenditures may be

recovered through rates.  However, the stipulation purports to define

the basic terms and conditions governing consideration of ex post

evaluations of DSM programs.  The Commission finds that these terms
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and conditions are reasonable insofar as the settlement of this case

is concerned.  The Commission does not, and the Company should not,

embrace them as Commission policy for any ex post evaluation that may

be presented in future filings.  This finding results from the fact

that the technical hearing in this case was continued following

presentation of the stipulation.  Expert witnesses familiar with the

ex post evaluations were not available for cross examination. 

Therefore, the Commission may not have complete information on all the

ex post evaluation findings included in the stipulation.

25. Nevertheless, the Commission finds certain of the

stipulation’s findings noteworthy.  DSM programs should be evaluated

individually.  Due to unquantifiable costs and benefits, or inaccurate

estimates of costs and benefits, cost-effectiveness tests represent

relative costs and benefits from different perspectives.  No single

cost effectiveness test should be used as an absolute measure of a

program’s performance.  Default tariff avoided costs do not fully

represent the costs that are avoided through acquisition of DSM.

26. MPC should continue to submit results of DSM program

evaluations to the Commission and should work to enhance the quality

of evaluations where possible.

Commission Decision - Hydro Resource Capability Stipulation

27. The Commission adopts the stipulation between MPC, MCC and

the Department of Natural Resources and Conservation.  The stipulation

concerning MPC’s hydroelectric resource capability entered into in

Docket No. 93.7.29 is binding on the signatory parties in this case.

Accounting Order for Kerr Dam Mitigation Costs
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28. The stipulation between MPC and MCC requested issuance of an

accounting order similar to that MPC presented to the Commission with

its application, which would allow MPC to defer costs associated with

environmental mitigation in the relicensing of the Kerr Dam.  This

Order grants MPC the authority to defer costs associated with

environmental mitigation for Kerr Dam.  MPC may defer such costs for a

period not to exceed two years.  MPC’s current estimate of the one-

time cost of Kerr Mitigation is $32,568,320 (Source: MPC Late Filed

Exhibit No. 1).  The authority to defer costs is limited to that

amount.  Amounts deferred pursuant to this Order must be amortized

over the entire remaining life of the Kerr Dam license which runs

through the year 2035.  The amortization must occur ratably over the

life of the license.  Costs associated with the purchase of

replacement power shall not be deferred pursuant to this Order. 

Exclusion of the purchased power expenses is consistent with the

testimony of Mr. Gannon at the hearing.  The authority to defer these

costs in no way guarantees the recovery of any of these costs in

future rates.  MPC maintains the burden of proof for these expenses.

PSC Tax

29. In Docket No. 94.8.36, Order No. 5801, the effective PSC tax

rate was reduced from .28 percent to .23 percent.  MPC has accrued

this decrease for the seven months beginning November 1, 1994, through

April 30, 1995.  The Commission finds that MPC shall amortize the

accrued reduction over the five (5) months preceding the next PSC tax

change which occurs October 1, 1995.  Therefore, the amortization

shall occur for the period beginning May 1, 1995, through October 1,

1995.

CONCLUSIONS OF LAW

1. Applicant, Montana Power Company, furnishes electric and gas

service for consumers in the State of Montana, and is a public utility

under regulatory jurisdiction of the Montana Public Service

Commission.  Section 69-3-101, MCA.
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2. The Montana Public Service Commission properly exercises

jurisdiction over Montana Power Company’s rates and operations. 

Section 69-3-102, MCA, and Title 69, Chapter 3, Part 3, MCA.

3. The Montana Public Service Commission has provided adequate

public notice of all proceedings and an opportunity to be heard to all

interested parties in this Docket.  Sections 69-3-303, 69-3-104, MCA,

and Title 2, Chapter 4, MCA.

4. The rate level approved herein is just, reasonable, and not

unjustly discriminatory.  Sections 69-3-330 and 69-3-201, MCA.

ORDER

THE MONTANA PUBLIC SERVICE COMMISSION HEREBY ORDERS:

1. Applicant, Montana Power Company, is hereby authorized an

increase in annual Montana jurisdictional electric revenues of

$13,860,749 in lieu of and not in addition to Interim Order No. 5800b.

2. Montana Power Company is hereby authorized to implement

increased rates, beginning on the effective date of this Order,

designed to increase annual Montana jurisdictional electric revenues

by $13,860,749.  The increased rates shall be on a uniform percentage

basis. 

3. Applicant is hereby ordered to comply with all directives of

the Commission as described in the body of this Order.

4. For the purposes of calculating interim relief in MPC’s next

general rate filing, the Commission finds that a return on equity of

11 percent granted in Docket No. 93.6.24, Order No. 5709d, shall be

used.

5. The effective date of this Order is May 1, 1995.

DONE AND DATED this 21st day of April, 1995, by a 4 to 1 vote.
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BY ORDER OF THE MONTANA PUBLIC SERVICE COMMISSION

______________________________________
NANCY McCAFFREE, Chair

______________________________________
DAVE FISHER, Vice Chair

______________________________________
BOB ANDERSON, Commissioner

______________________________________
DANNY OBERG, Commissioner

______________________________________
BOB ROWE, Commissioner
(VOTING TO DISSENT, WRITTEN DISSENT ATTACHED)

ATTEST:

Kathlene M. Anderson
Commission Secretary

(SEAL)

NOTE: Any interested party may request that the Commission
reconsider this decision.  A motion to reconsider must be
filed within ten (10) days.  See 38.2.4806, ARM.
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6XFK#DQ#HYDOXDWLRQ#LV#HVSHFLDOO\#GLIILFXOW#LQ#WKLV#FDVH1##$W#WKH#SDUWLHV*#UHTXHVW#WKH

VWLSXODWLRQ#ZDV#SUHVHQWHG#LQ#OLHX#RI#D#IXOO#KHDULQJ1##2QO\#RQH#ZLWQHVV#ZDV#VZRUQ#LQ1##$W#P\

UHTXHVW/#RWKHU#SUH0ILOHG#WHVWLPRQ\#ZDV#RIIHUHG#LQWR#WKH#UHFRUG/#EXW#QR#H[DPLQDWLRQ#RFFXUUHG1#

7KHUH#ZDV#QR#WHVWLPRQ\#FRQFHUQLQJ#WKH#HIIHFW#RI#6HQDWH#%LOO#5;7/#UHTXLULQJ#D#%FRPSDUDEOH

FRQWUDFW%#PHWKRGRORJ\#IRU#FRDO#SXUFKDVHG#IURP#HOHFWULF#XWLOLW\#DIILOLDWHV1##6HQDWH#%LOO#5;7#KDG

SDVVHG#VHFRQG#UHDGLQJ#VHYHUDO#GD\V#HDUOLHU#EXW#KDG#QRW#\HW#EHHQ#VLJQHG#LQWR#ODZ1

(YDOXDWLQJ#WKH#UHDVRQDEOHQHVV#RI#WKLV#VWLSXODWLRQ#LQYROYHV#IRXU#EDVLF#DVVXPS0#WLRQV=#

+4,#7KH#LQWHULP#RUGHU#ZDV#EDVHG#RQ#FDUU\LQJ#IRUZDUG#WKH#EDVLF#PHWKRGRORJ\#RI#WKH#ODVW

JHQHUDO#UDWH#FDVH#+DQG#ZLWK#WKH#IROORZLQJ#WKUHH#FKDQJHV/#WKHVH#GHFLVLRQV#DUH#DOVR#FDUULHG

IRUZDUG#WR#WKH#ILQDO#RUGHU,>##+5,#$PRUWL]DWLRQ#RI#WKH#%3$#DQG#:$3$#VHWWOH0#PHQWV#ZDV#DW#WKH

OHYHO#VWDWHG>#+6,#7KH#ILQDO#RUGHU#LPSOLFLWO\#FRQWDLQV#D#KLJKHU#UHWXUQ#RQ#HTXLW\#WKDQ#WKDW

DXWKRUL]HG#LQ#WKH#LQWHULP>#DQG#+7,#7KH#SDUWLHV#DJUHHG#WR#D#ORZHU#GLVDOORZDQFH#IRU#%FDSWLYH

FRDO%#SXUFKDVHG#E\#03&#IURP#LWV#ZKROO\0RZQHG#DIILOLDWH1#

7KH#'915#PLOOLRQ#GLIIHUHQFH#EHWZHHQ#WKH#LQWHULP#LQFUHDVH#DQG#WKH#VWLSXODWHG#ILQDO

LQFUHDVH#LV#ODUJHO\#GULYHQ#E\#FKDQJHV#LQ#WKH#UHWXUQ#RQ#HTXLW\#DQG#WKH#DPRXQW#RI#WKH#FRDO

GLVDOORZDQFH1##7R#ILQG#WKH#VWLSXODWHG#DPRXQW#UHDVRQDEOH/#VRPH#FRPELQDWLRQ#RI#DQ#LQFUHDVH

LQ#WKH#UHWXUQ#RQ#HTXLW\#DQG#D#GHFUHDVH#LQ#WKH#FRDO#GLVDOORZDQFH#PXVW#EH#IRXQG#UHDVRQDEOH1#

7KH#KLJKHU#D#UHWXUQ#RQ#HTXLW\#ZKLFK#LV#DFFHSWHG/#WKH#VPDOOHU#WKH#GHFUHDVH#LQ#WKH#FRDO

GLVDOORZDQFH#ZKLFK#PXVW#EH#IRXQG#UHDVRQDEOH1

,Q#WKH#ODVW#03&#UDWH#FDVH/#,#UHYLHZHG#WKH#UHWXUQ#RQ#HTXLW\#LVVXH#DQG#FRQFOXGHG#WKDW

4318#SHUFHQW#ZDV#UHDVRQDEOH1##+7KH#&RPPLVVLRQ#YRWHG#605#WR#DSSURYH#DQ#44#SHUFHQW#UHWXUQ/

VXEVWDQWLDOO\#DERYH#WKH#KLJK#HQG#RI#WKH#0RQWDQD#&RQVXPHU#&RXQVHO*V#UHFRPPHQGHG

UHDVRQDEOH#UDQJH1,##(YLGHQFH#LQ#WKLV#FDVH#VXSSRUWV#D#KLJKHU#UHWXUQ#RQ#HTXLW\#WKDQ#ZDV

DSSURSULDWH#LQ#WKH#ODVW#FDVH1##+RZHYHU/#ZLWKRXW#IXOO\#FRQVLGHULQJ#WKH#FDVH/#LW#LV#GLIILFXOW#WR#VD\

KRZ#PXFK#KLJKHU1##7KH#SDUWLHV#HVVHQWLDOO\#LQFUHDVHG#WKHLU
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SURSRVDOV#18#SHUFHQW#IURP#WKH#ODVW#FDVH1##)RU#SXUSRVHV#RI#HYDOXDWLQJ#WKH#VHWWOHPHQW/#,#ZLOO

DVVXPH#D#VLPLODU#LQFUHDVH/#WR#4413#SHUFHQW/#ZKLFK#EDVLFDOO\#EULQJV#P\#UHYHQXH#UHTXLUHPHQW

ILJXUH#WR#WKH#OHYHO#RI#WKH#LQWHULP#LQFUHDVH#LQ#WKLV#FDVH15

7KH#IRUHJRLQJ#PDNHV#FDUHIXO#HYDOXDWLRQ#RI#WKH#FRDO#LVVXH#FULWLFDO1##:LWKRXW#DFFHSWLQJ

DQ#HYHQ#JUHDWHU#LQFUHDVH#LQ#WKH#UHWXUQ#RQ#HTXLW\#+ZKLFK#,#DP#XQZLOOLQJ#WR#GR#ZLWKRXW#EHQHILW

RI#D#IXOO#KHDULQJ,/#GHWHUPLQLQJ#WKDW#WKH#VWLSXODWLRQ#SURGXFHV#D#UHDVRQDEOH#UHVXOW#UHTXLUHV

DVVXPLQJ#WKDW#WKH#HQWLUH#DPRXQW#03&#UHTXHVWHG#IRU#LWV#FRDO#LV#UHDVRQDEOH1

2Q#0DUFK#5/#VHYHUDO#GD\V#EHIRUH#WKH#KHDULQJ#ZDV#VHW#WR#FRPPHQFH/#WKH#&RPPLVVLRQ

DSSURYHG#0&&*V#UHTXHVW#WR#VHSDUDWH#RXW#WKH#FRDO#LVVXH/#WDNLQJ#DGGLWLRQDO#WHVWLPRQ\#RQ

DSSOLFDWLRQ#RI#6HQDWH#%LOO#5;7/#ZKLFK#UHTXLUHV#WKH#&RPPLVVLRQ#WR#XVH#D#%FRPSDUDEOH

FRQWUDFW%#PHWKRGRORJ\#WR#HYDOXDWH#DIILOLDWH#FRDO#SXUFKDVHV1##+2Q#0DUFK#5#LW#ZDV#FOHDU#ERWK

WKDW#WKH#ODZ#ZRXOG#FKDQJH#DQG#KRZ#LW#ZRXOG#FKDQJH1,##7KH#&RPPLVVLRQ#GHQLHG#0&&*V#PRWLRQ

WR#FRQWLQXH#RWKHU#SDUWV#RI#WKH#KHDULQJ1##,#FRQWLQXH#WR#EHOLHYH#WKLV#ZDV#WKH#FRUUHFW#DSSURDFK1

$W#WKLV#WLPH/#WKH#&RPPLVVLRQ#KDV#QR#WHVWLPRQ\#FRQFHUQLQJ#DSSOLFDWLRQ#RI#WKH

%FRPSDUDEOH#FRQWUDFW%#PHWKRGRORJ\/#DQG#KDV#KHDUG#QR#GLUHFW#RU#FURVV#H[DPLQDWLRQ#RQ#WKH

LVVXH1##8QGHU#WKH#SURFHGXUH#DGRSWHG#0DUFK#5/#WKLV#HYLGHQFH#ZRXOG#KDYH#EHHQ#GHYHORSHG1#

6XFK#HYLGHQFH#LV#UHTXLUHG#ERWK#EHFDXVH#WKH#ODZ#FKDQJHG#VKRUWO\#EHIRUH#WKLV#PDWWHU#ZDV#WR

JR#WR#KHDULQJ/#DQG#EHFDXVH#RI#IDFWXDO#GHYHORSPHQWV#ZKLFK#PD\#EH#UHOHYDQW#WR#DSSOLFDWLRQ#RI

WKH#QHZ#PHWKRGRORJ\16

                    
2 #2QH#EDVLV#SRLQW#HTXDOV#DERXW#':3/3331##$Q#318#SHUFHQW#FKDQJH#LQ#WKH#UDWH#RI

UHWXUQ#HTXDOV#DERXW#'618#PLOOLRQ1

3  2Q#0DUFK#4:/#4<<8/#D#WKUHH0PHPEHU#DUELWUDWLRQ#SDQHO#UHVROYHG#D#FRDO#SULFH
GLVSXWH#EHWZHHQ#03&*V#:(&2#DIILOLDWH#DQG#3XJHW#6RXQG#3RZHU#DQG#/LJKW/#RQH#RI#WKH#RWKHU
&ROVWULS#SDUWQHUV1##7KH#DUELWUDWLRQ#DSSOLHG#WR#&ROVWULS#8QLWV#4#DQG#5#DQG#ZDV#UHWURDFWLYH#WR
4<<41##,W#SURGXFHG#D#VXEVWDQWLDOO\#ORZHU#FRDO#SULFH#WKDQ#KDG#EHHQ#FKDUJHG#E\#03&0:(&21#

&RPSDULQJ#WKH#SULFH#SURGXFHG#E\#WKH#DUELWUDWLRQ#RUGHU#ZLWK#WKH#SULFH#03&#SURSRVHV#LQ
WKLV#FDVH#ZRXOG#LQYROYH#D#QXPEHU#RI#TXHVWLRQV/#LQFOXGLQJ#SRVVLEO\#GLIIHULQJ#WUHDWPHQW#RI
UHFODPDWLRQ#H[SHQVHV/#ZKHWKHU#WKH#&ROVWULS#4#DQG#5#SULFH#LV#GLUHFWO\#FRPSDUDEOH#WR#WKH
RYHUDOO#&ROVWULS#SULFH/#DQG#0#PRVW#LPSRUWDQWO\#0##ZKHWKHU#WKLV#LQIRUPDWLRQ#LV#UHOHYDQW#WR#WKH
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%FRPSDUDEOH#FRQWUDFW%#FRPSDULVRQ1##&RQWLQXLQJ#ZLWK#WKH#0DUFK#5#SURFHGXUH#ZRXOG#KDYH
DOORZHG#WKHVH#DQG#RWKHU#UHOHYDQW#LVVXHV#WR#EH#DGGUHVVHG1##,W#PXVW#EH#QRWHG#WKDW#DW#WKLV#WLPH
WKH#UHFRUG#FRQWDLQV#QR#HYLGHQFH#FRQFHUQLQJ#WKH#DUELWUDWLRQ#RUGHU1
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)RU#WKH#UHDVRQV#VWDWHG/#,#GR#QRW#EHOLHYH#DSSURYLQJ#WKH#VWLSXODWLRQ#LV#DSSURSULDWH1#

7KHUHIRUH#,#GLVVHQW1

5(63(&7)8//<#68%0,77('#WKLV#54VW#GD\#RI#$SULO/#4<<81
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